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MEMORANDUM FOR: DR. KISS?INGFR N e
e : fﬁ ‘r‘.,e"* "‘\JB N f r' /'_. .

FROM: ' ASHLFYL SAIEWITT \

/;.,k i

SUBJECT: CHILE -- INR Analysis of GOC Attitudes and ' /
Intentions on Copper Compensation

Attached at Tab A is a study done by the Bureau of Intelligence and Research
in the State Department on 25X1

25X1
|

\ | Nevertheless, the study provides interesting 125X1
sights inte the assumptions the GOC has been using in its policies towards
us, and the conclusions it has drawn from developments to date,

The main assumptions of the GOC have apparently been that:

-- This Administration has an inhevent idevlogical hostility towarde
the*GOC.

-- The U.8.Government has had hostile intentions towards Chile since
before the September 1970 Presidential election.

-~ The U. 8. Government will apply economic pressures against the
GOC due to both ideological considerations and pressures from
U.S. investors.

However, the GOC believes that a polic‘y of hostility on the part of the U, 8.
against Chile will not succced because:

-~ The U.S. is in serious difficulty both abroad and at home, a sﬂ:uatmn
whmh favors the GOC in the long run.

" &= The U.S. will not be able to maintain pressures on Chile due to Latin
American solidarity and growing support for Chile within the U. §.

~-- Despite U.S. Government economic pressures, the GOC will be able
tc obtain economic assistance {rom other sources, including the World
Bank and the IMF.

NSA review completed} [State Dept. review oompleted]
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S - Ambé.ss'add'r Korry followed a hard line in his pursuit of U.S. Govern-
© ‘ment interests, which tended to strengthen the GOC convmtmn that
U. S mtentmns were hosi.tle. - ‘

L -~ The Allende Government views Ambassador Dams as a "conc111ator" o
offering the. prospect of a sh1ft in U. 8. Government pohcy over a: '  e

perwd ef tlme.v

S The study concludes that the A.llende Adrmmstratlon hopes an eventua.l re-solu.-~ o
e ‘tion of the copper compensation problem will be reached with the U.S. in '
© . overall bilateral negotiations at a high level, settling a number of interrelat'ed -
e ]"fmanc;al a.nd economxc 1ssues, 1nc1uc11ng access to cre.dz.t and debt renegotiatmns.

e

| Atta.chment : h i R
| ' Tab A -~ ca 30 Sept Merno INR to AsstSecy Meyer (5 pages) : L
' ref Amb. Daws S e e By
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'Thafollowinginform?tinn;and analysis has been derived from
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September 30,'1971‘

To s ARA « Mr, Meyer

| ‘Fpom ¢ INR/RAR/OD « G, H, Summ

subjeet: Chile - Analysis of eoc Attitudes and Intentions
pon Copper Compensation

s thoroueh review of

25X1
25X1

"1, The GOC has engaged ln conslderable contlngency planning

regarding antlcipated US preaction 0 the copper compensaw
tion igsue, lncorporating the following factors:

8. The Nixon Administration baslcally has an
. ideological_hostility towards the GQOC;

b. The USG has had hostile intentions towards
. Chile before, during, and following the
September 1970 electlon;

e¢. 'The USG will apply economic pregsures againagt

" the goc {e.g., no loans from the Export-Import
Bank), due to both ldeological conslderatlons
and pressures from US investors (including ITT),
in the event of inadequate compensation.

2. The GOC nevertheless believes that the USG will not '
succeed in any such policy agalnst Chile, for the {ollowing

reapinse

a. The US is in serious difficulties both abroad and
' at home, 2 situation which favora the GOC over
times .

b, The USG will not be able to keep pressure on

Chnile for a long perlod of time, due to Iatin
American solidarity with Chile and groging
gupport for Chille wlthin the U3, notably 1in

' political,-1nte11ectua1‘and media cireles and
in some interested private sectora, 55

| | ; | Dec/-2852.57
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¢. Despite anticipated USCG economic pressures, the
GOC may be able to obtain assistance from the -
IBRD and the IMFj ‘ . ‘

The GOC's two agreements with the Cerro Corporation (one
covering compensation, the other naming Cerrc as a GOC
purchasing agent) are of special tactical lmportance to
the GOC, in 1ts overall "game plan' of projecting an
international image of reasonsbleness in the face of USG
hostllity and pressure,

In addition, sugzests the
- followling: ‘ 25X1
1. The Allehde Administration views Ambassador Korry as followw

ing a Yhard 1line" on behalf of the USG, confirming GOC
susplelons of USG intent;

The Allende Administration views Ambassador~designate Davis
ea a "eonelliator", thereby offering the prospect of bring-
ing about 2 shift in USE policy over 2 period of time;

The Allende Adminlstration hopes that eventual resolution
of the copper compensation dssue will be reached with the
USG in overall bllateral negotlations at & high level,
settling a number of inter-related financial/economic
issues, (c.g.s access to credit, debt negotiation),

your additlonal information, some of the above points are

dealt with in preater detall in the attachment,

cet

Attachment ¢

Copper Compensation -~ Further Details
on GOC Attitudes and Intentlons,

L/ARA - Mrr, Feldman
B/IFD - Mr, Weintraub
S/8

INR/RAR:RWRlichardson:aps

N
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25X1

Copper Compensation - Further Detalls oh'GOC Attiltudes
and ilntentions '

From the very outset, the Allende Administration suspected
that the USCG was hostile to the new Chilean Government
(Goc), due to ideologlcal considerations reinforced by
pressures from US investors.,

© As early as February 1971 the GOC was gatherlng information

on possible "reprisal measures” avallable to the Export-
Tmport. Bank, and authority/operations of the US’ Forelgn
Settlements Conmission.

presumably the GOC was developing continzency plans in.
conneccion with the pnationalization of US investors, Further

evidence supportin this presumption is to be seen. in the

|
25X1

Despite GOC sugpilclons of USC intent, and parallel with

apparent GOC continsency planning, the GOC by late Fevruary
robably saw the USG as maintaining a tualt-and-gee" attitude

vIsea-vfs the Allende Administratlon, :

A'céﬁstanﬁ element in GOC policy formulation has been

_ consideration of US domestic factors (e.g., 1972 electiohs,

gserious internal problems) and the US international positlion.

Closely related to the foregoing has been very cloge GOC
attention to US medla views on US-Chilean relations, and
views of political and intellectual circles in the us
regardin: Chile,

As early as Februaxly 1971, various reactions in the US to
the cancellation of the vigit of the USS Enterprise were
interpreted as lndicating significant public~opinion
support for the Goc, and also as evidence of at least some
differcences within the U3G, This view became stronger with
the papsage of time. ' . .

Tt should be asgumed, therefore, that the GOC has included
the Pollowing parometers in 18 formulation of policy_towards

TOP SECRET
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the USG: there are divisions within the USG over Chilean
policy; there 1s conslderable politleal support in Demo-
eratic Party circles for the GOC; and very important and

influential information medla (c.c., New York Times,

Washinzton Post) are favorably dispoased to the GOC,

The GOC application for EXIM Bank financing of Boelng

aiperaft for LAN-Chile apparently gerved two purposes for

the GOC:

- {a) As a minimum, the application served as a "probe"

of USG political views re-arding the Allende
Administration, and the results would indicate
‘whether the USG wag golng to conduct affalrs with
the GOC on an 1deolopleal-political bLasis, or on
a pragmatic, business~like basls;

(v) As & maximum, the application (if approved) would

gerve as a keystone 1ln a GOC policy of malntaining
normal relations wilth very important external financ-

ing gources, simultaneous with the GOC's carrving

out tHe nationalizatlon of private forelgn investors,

in this sense, the GOC considered pood relatlons
with EXIMSANK as vital,

25X1

TOP SECRET

No Objection to Declassification in Part 2012/10/05 : LOC-HAK-540-18-7-5

25X1




No Objection to Declassification in Part 2012/10/05 : LOC-HAK-540-18-7-5

v v
TOP SECRET | L 25X1
-3 -

25X1

'

Two conclusions may be derived from the EXTMBRANK-LAN case:
one is that the COC by August already had declded that the
amount of compensation to US copper companies was not going
to meet USG expectations; the second is that the GOC now

pelleved it had a definite reading on attitudes at the

highest levels of the USG regarding the Allende Administra-
tion (i.e., confirmation of ldeological hostility).

Peginning in mid-August 1971, the GOC stepped up the
prgparaticn of materials in connection with a determination

of the level of compensation to U3 copper companies, Evidence

of the approach to be followed may be seen in the following:

25X1
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It ie reasonable to ag soume that ﬁhe GOC was intending to
decide on a "punitive' level of “exceseg profits", and perhaps
of compensation in general, in lizht of the information
requegted--2l1ll of which could Le used defensively by the GOC,
both for domestlc and foreiyn consumption, 25X 1

25X1

the following Jjudements are likely Lo

be Tactors In GOC policy in the future:

N

()

(b)

- maintaining US-GOC relations om a cordial levelj;

(c)

(d)

o Objection to Declassification in Part 2012/10/05 : LOC-HAK-540-18-7-5

President Nixon would like teo avoid Phile s hecoming
an lssue in the next presidential campalgn

Ambassador-~desirnate Davis may te helpful in

The peneral position of the State Department is to
try to avold a confrontation with the GOC over the

- Anterests of US investments, as long as OPIC

Insurance is not involved, Recourse by investors
to OPIC insurance would brinm the GOC and the USG
face to face;

With the US confronted by international and domestlc
proilems, and bveing Iin a pre-electoral period,
conditions are favorable for the GOC to obtain
support from certain inmportant Demoeratic Party
groups; while holdling to a firm policy toward the
Nlxon Administration, and antliclpated economic
pressures,

25X1
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(e} GOC fulfillment of the negotiated agreement with
the Cervo Corporation iz very important, to dlvide
the ranks of the US copper companles and to have
a positive effect on those US sectors which have
been undergtanding towards Chile,

INR/RAR :RWRichardson:aps 9/30/71
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